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> I The Approach t o  t h e  F i f t h  Plan cons iders  t h e  L 
poverty and t h e  at ta inment  o f  s e l f - r e l i a n c e  as t h e  
of t h i s  Plan. Theee o b j e c t i v e s  are t o  be r e a l i s e d  
removal o f  
two major tasks 
through a re- 
d i s t r i b u t i o n  of consumption from t h e  top  30 per  c e n t  t o  the bottom 
, . . . 
30 per c e n t  o f  t h e  populat ion &d by a reduct ion  i n  n e t  fo re ign  aid 
inflow t o  naught by t h e  te rminal .  year of t h e  F i f t h  Plan. A Technical 
Note on the ~ p p r o a c h ' t o  t h e  F i f t h  Plan 2 Jt 
which d e s c r i b e s  t h e  fkamework of  c a l c u l a t i o n  adopted f o r  determin- 
ing  t h e  numerical  magnitudes o f  t h e  pl 'm incorpora t ing  t h e  above 
! p '  0 ,- m c f i .  ' > A , .  - - 
obJect ives  i n  t h e  mathematical model cons t ruc ted  f o r  t h i s  purpose. 
A 
This  Teahnioal Note s t a t e s :  3 
"The h e a r t  o f  t h e  framework o f  reason$ng a o n s i s t s  i n  
applying an open s t a t i c  Leont ie f  model f o r  exisusing 
terminal  year  consis tency amongst t h e  output  l e v e l s  
of d i f f e r e n t  s e c t o r s .  For a r r i v i n g  at t e rmina l  year ' 
investment l e v e l s ,  a macro-economic growth model has 
been ~ i sed .  For es t imat ing  consumption, a s p e c i a l  
consumption model has been developed which c o n s t i t u t e s  
an innovat ion i n  the  context  o f  i n t e r - i n d u s t r y  model 
bui lding.  Imports  have be en endogenously est imated 
through cons t ruc t ing  s u i t a b l e  import o o e f f i c i e n t  m a t r i c e s n .  
This  summarises t h e '  l o g i c  o f  t h e  model adopted f o r  t h e '  F i f t h  
Plan.' Thus, t h e  model has t h r e e  t a macro-model, p r imar i ly  
+or estimating ikve'stment , ah "inP~ut.-'output model f o r  es t imat ing  
s e c t o r a l '  output ' l e v e l s  and imports ,  and a consumption model f o r  
de,riving s e c t o r a l  'consumption l e v e l s  under a l t e r n a t i v e  assumptions 4 3 
* I am g r a t e f u l  t o  K.N. R a j  and N. Kr i shna j i  f o r  h e l p f u l  d i scuss ions  
and comments on an e a r l i e r  draft.  Thanks are due t o  K- Pushpangadan, 
M.K. Sukumaran N a i r  and A.V. J o s e  f o r  computational a s s i s t ance .  
However,'I am s o l e l y  respons ib le  f o r  all e r r o r s  and omissions. 
This  note a t tempts  an analysis of t h e  assumptions, techniques j 
I 
i n  the Tcchnicnl Note i n  ,order  t o  understandj r e s u l t s  made av 
t h e i r  impl ica t ions  f o r  a t t a i n i n g  the s t a t e d  ob jec t ives  o f  t h e  ~ i f t d  
Plan. I n  an e x e r c i s e  of hhe  nature attmupteh. i n  ' t h e  Technical  ~ o t  Bi 
i t  is important t o  bear i n  mind t h e  s e n s i t i v i t y  of  t h e  final resuld 
t o  t h e  data base on .which it i s  c o n s t h c t e d .  In  t h i s '  n o t e ,  however 
we have not  attempted any examination o f .  the s t a t i s t i c a l  d a t a  empld I 
and their l i m i t a t i o n s .  
Since t h e  Technical Note does not provide i n  clear and unambi 
language, t h e  step-by-step deta i ls  on *he formulat ion and t h e  s o l u  1 I 
of t h e  model we f irst  s k a r i s e  t h e  model. According t o  our unders 
. . 
ing , it i s  presgmably solved i n  t h e  manner i n d i c a t e d  below. 
THE MODEL 
S t e p  G n o z  
The g r o s s  domestic product  at f a c t o r  c o s t  for t h e  terminal  ye 
es t imated ,  by assuming an average annual r a t e  of growth o f  5.5 per 
t o  t h e  base year f igure .  By adding t h e  t o t a l  i n d i r e c t  t a x e s  t;o tb 
. f igure  thus  obtained,  t h e  .gross domestic product at market pr ices . .  
estimated. Next, the t o t a l  g ross  investment f o r  t h e  entire plan p 
.is est imated by applying a g loba l  capi ta l -output  r a t i o  t o  t h e  diff 
. . 
. in t h e  g r o s s  domestic product at market p r i c e s  between t n e  termina 
y e a r  and the base year. The yearly g r o s s  investment f i g u r e s  at ma 
prices a r e  then obtained by choosing an appropr ia te  annual r a t e  of 
inc rease  to the  base-period investment which will make them consis 
with t h e  aggregate amount of investment der ived  e a r l i e r .  Zxports 
publ ic  consumption are erogenowAy g iven ,  I f  the  value of impore 
of p r i v a t e  consumption are known, t h e  e s t ima tes  o f  g r o s s  domestic 
ing and of n e t  fore ign  a i d  ck be obtained.  
Step two: 
While the  annual gross investment i s  estimated by employing 
the equations of the macro-model, it appears t h a t  imports and 
private consumption could be derived only by solving simultaneously 
a s e t  of equations obtained by combining some. from the macro-model . . 
w i t h  some fr'om the  input4mtput sub-model. Such an integrated 
solution a l s o  ensures consistency between the macro variables and 
the micro-or/s.ectoral 'estimates. The solution of t h i s  system of 
simultaneous equations w i l l  :provide the values o f  imports and o f  
aggregate pr ivate  consumption. 
Step Three: 
The aggregate private consumption expenditure derived thus i s  
u t i l i s ed  i n  the f i n a l  solutions of the model, where estimates of 
sectoral  consumption, of outputs and of imports a re  obtained. The 
aggregate pr ivate  consumption expenditure i s  divided i n t o  expenditure 
i n  the  nuld and urban seotors. The t o t a l  consumer expenditure of 
eaah of these sec tors  i s  further allocated among 27 expenditure 
c lasses  on the bas is  of the log-normal d is t r ibut ion  f i t t e d  t o  the  
consumer expenditure da ta  obtained through the 22nd Round of the  
National Sample Survey. The commodity composition of consumption 
for  each of the  expenditure c lasses  i s  obtained by applying base- 
0 .  
year consumption proportions t o  the  t o t a l  expenditure 0.f- the reepectiv 
expenditure c l a s s  i n  the terminal year. The t o t a l  private consumptior 
expenditure on each commodity i s  then obtained by aggregating ' t he  
expenditures of aJJ.classes on t h a t  commodity. 
Having estimated t h e  p r i v a t e  consumption demand o f  each 
commodity/sector, t he  g r o s s  domestic va lue  of  output of t h a t  
comrnodity/sector can be obtained by so lv ing  t h e  equations of  t h e  
input-output  model. I n  t h e  input-output model t h e  requirements of 
f i n a l  use of  a cornmodity/sector f o r  publ ie  eonsumption, for  invest- '  
ment and f o r  expor t s  a r e  spec i f i ed  exogenously. The s t o c k  demand 
i s  spec i f i ed  by another  s e t  o f  equat ions  which can be combined 
with t h e  input-output model for  t h e  es t imat ion  of  t h e  gross values 
of outputs .  The est imated gross  va lues  of outputs  can i n  t u r n  be 
u t i l i s e d  t o  obta in  the s e c t o r a l  import  requirements by solving the  
import equations.  
RE-DISTRIBUTION 0 F COXSUMPTION 
k @e s a l i e n t  f e a t u r e s  of t h e  models o f  t h e  t ype  descr ibed  rbou( 
ad well-known. It i s  the re fo re  not necessary here t o  enqui re  intd 
the dynzmic p roper t i e s  of t h i s  model or t h e  time-paths o f  the  
so lu t ions  of t h e  equation system. However, t h e  F i f t h  Five-Year 
Plan model incorpora tes  a novel f ea tu re  which was ignored i n  
s i m i l a r  e a r l i e r  models. The impl ica t ions  o f  r e - d i s t r i b u t i o n  of  
consumption from t h e  r i c h e r  sec t ions  t o  t h e  poorer sec t ions  o f  t h e  
community, more specifically f o r  the growth of  s e c t o r a l  ou tpu t s  4 
of imports , have been e x p l i c i t l y  introduced i n t o  this planning 
model. Th i s  i s  s a i d  to  have demonstrated t h a t  such re-d is t r ibut io!  
of consumption i s  not  only  e s s e n t i a l  f o r  " removing poverty" but  
helps t o  a t t a i n  " se l f - r e l i ance" .  Tho Approach Paper had i n  f a c t  
the  fol lowing i n t e r e s t i n g  (and highly s i g n i f i c a n t )  observakion: 4 
" A n  important  f inding from 
5 
the exe rc i se  i s  t h a t  
i n e q u a l i t y  i n  qonsumption expenditure le'ads t o  .a reduot ion 
i n  t h e  t o t a l  demand f o r  imports. This  l ends  suppert  t o  
t h e  hypothesis  t h a t  a p a r t  of t h e  requirements f o r  n e t  
a2d stems from a p a t t e r n  o f  consumption weighted i n  favour 
of t h e  more a f f l u e n t  s e c t i o n s .  S e l f - r e l i a n c e ,  . just  as 
removal of- poverty, '  c a l l s  f o r  r e - d i s t r i b u t i o n  o f  consump- 
t i o n  i n  favour  o f  t h e  low-fncome groups. Correspondingly 
any e l i t i s t  o r i e n t a t i o n  0.f the product ion p a t t e r n  o f  
consumer goods has t o  g ive  way to emphasis oxrp?oduction 
. . 
of a r t i c l e s  o f '  m a s s  consumptibn" . 
Since r e d i s t r i b u t i o n  p lays  such An importaiit r o l e  i n  the' F i f t h  P lan ,  
it . i s  necessary t o  examine t h e  way i n  which t h i s  assumption i s  
. incorporated i n t o  t h e  model and t h e  manner i n  which it a f f e c t s  t h e  
numerical c a l c u l a t i o n s .  . .  
The r e - d i s t r i b u t i o n  assumption is introduced i n t o  t h e  c&ula- 
t ions  through a consumption sub-model. A s  indica ted  e a r l i e r ,  the  
t o t a l  p r i v a t e  consumption i s  first broken up i n  t h i s  consumption 
sub-model between the urban and the .  r u r a l  sec tors .  It is  a l s o  assumed 
. . 
that t h e  d i s . t r ibu t ion  o f  -per c a p i t  a t o t a l  consumption expenditure 
in  both s e c t o r s  fol lows log-normal d i s t r i b u t i o n .  For t h i s  distri- 
bution, t h e  degree o f  i n e q u a l i t y  as measured by t h e  Lorenz Rat io  
depehds only on the  va r i ance  .o f  t h e  d i s t r i b u t i o n .  When t h e  degree 
of i n e q u a l i t y  remains t h e  same, t h i s  parameter of t h e  d i s t r i b u t i o n  
ia unahanged. O n  t h e  o t h e r  hand, i n  t h e  p re fe r red  v a r i a n t ,  where 
the  per c a p i t a  merage  consumption o f  t h e  poorest  30 pe r  cent of  
the  population would amount t o  ~s.36.64 and Rs.39.64 r e s p e c t i v e l y ,  
ins t ead  of  Rs.26.33 and Rs.28.44..in t h e  r u r a l  and urban s e c t o r s  'in 
1978-79, the degree o f  i n e q u a l i t y  would have changed. S ince  aggregate 
p r iva te  consumption expenditure '  and t h o  consumption expenditure  of 
the lowest 30 per cent  of t h e  populat ion a r e  known, a '  f r e s h  estimate 
of t h e  var iance of a log-ncrrnal d i s t r i b u t i o n  corresponding to  theq 
I 
d a t a  i s  derived.  O n  t h e  b a s i s  .of t h i s  parameter, t h e  d i s t r ibu t ion  
of consrmption expendi-ture among t h e  27 expenditure c l a s s e s  i s  
c a r r i e d  out .  Within each expenditure c l a s s ,  the  .expenditure on 
. . 
each o f  t h e  66 commod5ties i s  assumed t o  be a f ixed  propor t  ion or7 
.'I 
t h e  expenditure  of t h a t  c l a s s .  ' This  propor t ion  i s  t h o  same as 
i n  ' t h e  base year '1 973-74, and i t  i s  i n v a r i a n t  with r e s p e c t .  t o  
chcznges ' i n  the.  i n e q u a l i t y  i n  the  d i s t r i b u t i o n  o f t o t a l  consumptidn 
sub-model i s  descr ibed  as tho most 
A. ' innovative pcwt o f  the F i f t h  P l < m  model.; i t  2s 'probably t h e  most 
confusing s e c t i o n  i n  the  Technical  Nolte. The .technique adopted fd 
der iv ing  the  c onsumption . experiditure' f i t h  r e d i s t r i b u t i o n  a l s o  appq 
t o  be r a the r  crude - and sonewhat , u n s a t i s f a c t o r y .  This  method, f o r  
d r i v i n g ' t h e  new d i s t r i b u t r o n  by specifying t h e  des i red  l e v e l s  of  
p e r ' c a p i t a  consumption expenditure  fo r  t h e  bottom 30 per cent  of l 
popul&tion; l e a d s  t o  a s t r a i g h t  jacket  s o l u t i o n  o f t h e  problem.5 1 
i s  known t h a t  f o r  any ncrmal d i s t r i b u t i o n  . w i t h  a known mean t h e  
pth p e r c e n t i l e  depends only on t h e  v a r i a n c e .  The d i s t r i b u t i o n s  
used i n  t h e  F i f t h  P l a n  models4 have known ( f o r  all p r a c t i c a l  purpd 
although they  a r e  est imated)  means and t he  va r i ance  i s  estimated 
from the  l o c a t i o n  of .  j u s t  one p e r c e n t i l e  v i z .  P0.30 corresponding 
t o  two d i s t r i b u t i o n s :  t h e  expenditure  and . t h e  share of t h e  expen 
d i t u r e  ( i . e .  t h e  f i r s t  moment d i s t r i b u t i o n ) .  It i s  obvious tha t  
t h i s  procedure i s  somewhat l i k e  ebtimating t h e  parameters of the 
regress ion-Y = a 4 ' b  x on the 'b , a s i s  of only two pairs o f  observel 
1lS31O ', . '. . ,.; !' . . 
8 . '  4 <v < 
. . - - +- 
A . .  
viz (Y, , XI ) and (Y*, x2) by d i r e c t  algebraic solution. ~ e & d , & , $ ~ ~ ~ # ;  
., ., ' -.,. ": j I*.~iry.,:' 
t o  say, such a method w i l l  lead t o  extremely ine f f i c i en t  estima*.,;.s*H 
and a t t r i b u t e  propert ies t o  the  derived d i s t r ibu t ion  which they 
actually might not possess. 
Ignoring f o r  the present such biases i n  the drived consumption 
d is t r ibut ion ,  we hacve attempted derivations o f  ahe expenditure dis-  
t r ibut ions f o r  the ru ra l  and urban sectors  under the two alternative 
assumptions i n  order t o  bring out the f u l l  implications of the rea  
d is t r ibut ion  assumption. The Technical Note has not provided the 
basic d a t a  re la t ing  t o  the  expenditure d is t r ibut ion  fo r  the 27 
expenditure classes to  whieh the t o t a l  population of these two 
sectors a re  grouped. On the other hand, it i s  possible t o  derive 
the expenditure d is t r ibut ions  for  the dec i l e  classes of both sectors 
on the basis  of information povided i n  t h a t  document. Log-normal 
d is t r ibut ions  were f i t t e d  t o  these deci le  d is t r ibut ions  and the 
eorresponding variances were estimated . W i t h  the given mean and 
\ 
the estimated variance, expenditure dis t r ibut ion8 were derived fo r  
,v.N - 
the 27 expenditure classes.  Tables @ and 2 ,give) the percetage 
d is t r ibut ion  o f  populatior?. and of consumption expenditure fo r  the 
rura l  and urban sectors under the two assumptions viz.  without 
re-distr ibution and w i t h  re-distr ibution.  t 
A comparison of the  d i s t r ibu t ions  r ~ ~ e ' a l .  the nature of the 
s h i f t  i n  consumption when re-dis t r ibut ion i s  assumed t o  take place. 
I n  the rural sec tor ,  about 28 per cent of the population belonggto 
the  expenditure classes fa l l ing,below the per capi ta  monthly expen- 
d i t u r s  c lass  Rs.30-35 when no change i n  inequal i ty  is assumed, buk 
t h i s  percentage d e c l i n e s  to  about 1 0  per  c ~ n t  when r e - d i s t r i b u t i o n  
i s  assumed t o  tL&e place .  The.rest  of  t h e  populat ion '  which were 
e a r l i e r  i n  t h i s  c l a s s ,  about 1 8  t o  20, per cen t ,  a re  'pushed up t o  
t h e  expenditure c l a s s e s  ranging from Rs.35 t o  Rs.45. S imi la r ly ,  
t h e  percentage of population exceeding Rs.100 per  c a p i t a  monthly 
expenditure formed about 1 0  per  cent  without  
J re-d is t r ibut ion  i n  consumption, but  t h e i r  percentage dec l ines  t o  
. . 
'3  per  cdnt of  t h e  r u r a l  populat ion when re -d i s , t r ibu t ion  i s  assumed. 
I n  t h e  case of  the  urb'an s e a t o r ,  about 29 per  cent  o f  the  
pbprilation f a l l s  below t h e  expenditure c l a s s  Rr.35-40 withdut r e -  
d i s t r i b u t i o n ,  but t h i s  figure d e c l i n e s  t o .  about 14 pe r  cent w i t h  
r e - d i s t r i b u t i o n .  The percentage o f  populat ion exceeding Rs.100 per 
Oapfta monthly excendi ture  decl. ines from 20 per cerlt t o  only 15 per  
c e n t  with r e - d i s t r i b u t i o n .  
Examination of t a b l e s  1 and 2 a l s o  p r o ~ W e s .  some c ' lues t o  the 
- 
. . 
l ike ' ly  e f f e c t s  of re-dis t r ibut- ion of  consumption. It appears t h a t  
*hila expenditure  d i s t r i b u t i o n  is cons iderably  a l t e r e d  i n  the r u r a l  
s e c t o r ,  t h e  contemplated changes i n  t h e  urban sec to r  &e' no t  so 
..sigri ' ificant. I n  t h e  urban . . , s e c t o r ,  12.26 p e r  cent o f  t h e  population 
haif mon*hly per  c a p i t  a expenditures exceeding Rs.120, ' but t h i s  
percbntage dec l ines  t o  only 7 per cent  when r e - d i s t r i b u t i o n  i s  
envisaged. For t h e  r u r a l  s e c t o r ,  23 p e r  cent  o f  the  populat ion 
were grouped i n  t h e  monthly per c a p i t a  expenditure c l a s s  90-95 
and above when no change i n  i n e q u a l i t y  was contemplated, but t h i s  
d e c l i n e s  t o  6 per  cent  w i t h  r e - d i s t r i b u t i o n .  s ince  t h e  bu lk  of  
the t o t a l  population belongs t o  t h e  r u r a l  sec to r ,  t h e  e f f o r t  needed 
t o  b r ing  abobt r e - d i s t r i b u t i o n  w i l l  have t o  make a g r e a t e r  impact 
on ttie rural s e c t o r .  
It has becn pointed o u t  i n  the  Approach Popor as well as i n  /k 
thb Technical  X o t a  t h a t  t h e  s e c t o r a l  growth r a t o s  a r e  only  margi- 
*all; different under t h o  alternative v a r i a n t s .  The Approno5 Papat 
says t 6 
"An important point  omereing from the uxerc i ses  waa t h a t  
the i n t e r - s e c t o r j l  p a t t e r n s  of growth I n  t h o  two 
vari.ants were broadly s i m i l a r  a t  tho l e v e l  of  aggre- 
g a t i o n  r e f l o c t e d  i n  66 x 66 t ab le .  I n  many cases ,  
the  d i f f e r e n c e s  i n  tho  r a t o s  of growth of  indiv jdual  
s e c t o r s  were marginal". 
How does t h i s  happen i n  tho model i n  s p i t e  o f  s h i f t i n g  a l a r g o  pro- 
por t ion  o f  t h e  population from the  bottom t o  higher expenditure  grot 
The gross  va lue  of  domostic output ,  as we know, w i l l  equal  the sum 
of  R numbor of items v i z .  output  used f o r  intermediate  i n p u t s ,  expot 
investment,  publ ic  and p r i v a t o  'consumption. Since tho value* of  
expor ts ,  investment and o f  pub l i c  consumption a r e  oxoeenously spemi4 
and the* s o c t o r a l  d i s t r i b u t i o n s  are t h e  same for  a v a r i a h t .  with 
respect  t o  n given s p e c i f i c  import s u b s t i t u t i o n  assumption, t h e  groi 
value o f  output  w i l l  bo d i f f e r e n t  only i f  t h e  demand f o r  p r i v a t e  
consumption i s  'altered. Re-d i s t r ibu t ion  can bring about changes i n  
p r i v a t e  consumption f o r  either of  two r easona t F i r s t ,  i f  the . o m 4  
composition is s i g n i f i c a n t l y  d i f f e r e n t  i n  d i f f e r e n t  expenditure  
e lnsees  then n r e - d i s t r i b u t i o n  i n  consumption can completely a l t o r  
tho composition of the  commodity eonsumption r e c t o r .  O r ,  the c o r n 4  
s t r u c t u r c  of consumption may remain s i m i l a r  i n  t h e  d i f f e r e n t  expen- 
d i t u r e  c l a s s e s ,  but t hc  proport ions i n  which Uloy aro consumed m m l d  
bo s i g n i f i c a n t l y  d i f f e r e n t  f o r  tho var ious  expenditure c l a s s e s .  I n  
t h i s  aase a l s o  some changes i n  the  aggregate  demand f o r  d i f f e r e n t  
.r. 
.*' . ',
10 
commoditios fo r  p r i v a t e  ac.,nsumption could occur ., 
t h e  commodity composition o f  consumption as wel l  as  t h e  proportions 
of . t o t a l  expenditure spent  on them by tho  d i f f e r e n t  expenditure  c l a s s e s ,  
it seems poss ib le  t o  provide  can explanat ion f o r  t h e  s i m i l a r i t y  i n  t h e  
sectoral. growth r x t e s  under t h e  d i f f e r e n t  v a r i a n t s .  
. e h e  commodity composition o f  consumption f o r  t h e  d i f f e r e n t  
expendit&e c l a s s e s  r e v e a l s  t h a t  f o r  about 80 per c e n t  o f  the  popula- 
t ion i n  both t h e  r ~ a l  and the urban s e c t o r s ,  i t  comprises of p r a c t i -  
cal ly  t h e  same number o f  items. In t h e  urban s e c t o r  ;- expenditure on 
motor v e h i c l e s  i s  t h e  only  add i t iona l  i tem f o r  the t o p  few expenditure 
groups. Besides,  a d e t a i l e d  examination o f t h e  expenditure proportions 
indica tes  t h a t '  they a re  almost s i m i l a r  over wide ranges of  the  expen- 
d i ture  d i s t r i b u t i o n .  This  impl ies  t h a t  t h e  degree o f  p r e c i s i o n  t h a t  
\ 
can be obtainad f o r  the e s t ima tes  o f  sector/commodity f o r  p r i v a t e  
consumption i s  almost i l l u s o r y  s ince  t h e s e  es t imates  w i l l  no t  be 
s i g n i f i c a l l y  a l t e r e d  even i f  number of  expenditure c l a s s e s  were fewer. 
In  f a c t ,  t h e  N.S.S. expenditure  data which t o  some e x t e n t  formed 
a b a s i s  of t h i s .  c l ' a s s i f i c a t i o n  i n ' t h e  Tachnical  Note a r e  genera l ly  
avai lab le  only f o r '  12-1 3 s i z e  c l a s ses .  There i s  a l s o  another  
reason why poss ib ly  t h e  p a t t a r n  o f  sec torca l  growth r a t e s  a m l d  not 
be much d i f f e r e n t  under t h e  d i f f e r e n t  v a r i a n t s .  I n  the, r e l evan t  
. 
range of the  d ie t r ibu t i$n '  whore the commodity composition remains 
the same, t h e  aggregate p r i v a t e  consumption expenditure i s  not 
1 . '  
a l t e red  i n  any manner as a r e s u l t  o f  r e - d i s t r i b u t i o n .  The decrease 
i n  t h e  proport ion 0f expenditure  o f  the t o p  expenditure e l a s s e s  i s  
compensated by i n c r e a s e s  i n  t h e  percenkages of  aggregate  expenditurl 
i n  t h e  middle rangee.  Since commodity expenditure proport ions a r e  
a l s o  more o r  l e s s  s i m i l a r  f o r  wide ranges of expenditure  i n  t h e  
r e l e v a n t  c l a s s e s ,  it i s  found t h a t  s e c t 0 r . d  p r i v a t e  consumption 
expenditures a r e  r a t h e r  i n s e n s i t i v e  f o r  many commodities t o  changes 
i n  t h e  d i s t r i b u t i o n  of t o t a l  expenditure .  3 
I. 
How does r e - d i s t r i b u t i o n  a f f e c t  aggregate  p r i v a t e  consumption 
and t o t a l  imports i n  t h e  d i f f e r e n t  v a r i a n t s  of t h e  model I n  t h e  C 
l i g h t  of  t h e  above d i s c u s s i o n  one can see t h a t  t hese  e f f e c t s  o f  re- 
d i s t r i b u t i o n  a r e  l i k e l y  t o  be n e g l i g i b l e .  Among the v a r i a b l e s  invol 
i n  t h e  d e r i v a t i o n  cf aggregate  p r i v a t e  consumption, i t  w i l l '  be notice( 
t h a t  t h e  va lues  of  g r o s s  investment, expor t s  and of p u b l i c  aonsumpf%{ 
a re  exogenously s p e c i f i e d  n d  a r e  the  s,me f o r  a l l  t h e  variaxits of 
the models. However, s i n c e  imports a r e  d i f f e r e n t  f o r  each of the 
v a r i a n t s ,  the values o f  p r i v a t e  aggregate consumption and o f  grose 
. . 
domestic savings  are determined p r imar i ly  by the  l e v e l  o f  imports. 
So, t h e  h igher  t h e  amount of n e t  .imports o f  goods and s e r v i c e s ,  the, 
lower w i l l  be t h e  required volume of g r o s s  domestic a a v i n g ~  and the 
higher t h e  m o u n t  a v a i l a b l e  f o r  p r i v a t e  consumption. Table 3 provld{ ) 
t h e  va lues  o f  the  important macro-variables der ived through t h e  
model under d i f f e r e n t  assumptions. To d i s c e r n  the e f f e c t s  of r e -  
d i s t r i b u t i o n  (item 4) =and on imports ( i tem 8 ) ,  a compririson of these 
f i g u r e s  under e i t h e r  aolumns (1 )  and (3) o r  columns ( 2 )  and ( 4 )  i s  
s u f f i c i e n t .  It w i l l  be no t i ced  t h a t  r e d i s t r i b u t i o n  loads  t o  a 
reduct ion o f  only  Rs.43.5 r r o r e s  i n  both t h e s e  items. Since values 
bf inves then t  , exports'  
3 reduct ion i n  imports 
~ r i v a t  e  c  onsump-bio n.. 
f' 
( & e n t h o u g h  t h e  ne8 c f f e & t s : o f  r e - q i s t r i b u t i o n  of cbnsumption 
7 fl .1mh u> 
appears  neglzgiblo , orie might argue t h a t  when 'import 
- - 
requirements , m e  disaggregated at the sector/comrnodity l e v e l ,  t h e  
s h i f t  from i tems required f o r  t h e  production o f  luxury i tems t o  
items,.needed f o r  expanding t h e  production of  'commodities of m a s s  
consumption would become imported i n p u t s  
are s t i l l  needed for t h e  production o f .  t h o i t e m s  of mass consumption, 
t h e  postu la ted  e f f e c t  of . ! re -d is t r ibut ion1 on ?se l f - r e l i . ance t  cannot 
be .claimed. Further;. t h e  6.6 x 66 input-output t a b l e  does not permit 
any discr imimation betwem t h e  luxury ' a ~ d  non- lmury  i tems of 
consumption s i n c e  a t '  t h i s  1 e v e l . o f  nggrbgation most of t h e  i tems 
of consumption appear i n -  the  budgets o f  the  bu lk  of t h e  populat ion.  
Besides, t h e  . l i o n ' s  share o f  t h e  aggregate pr iva%e consumption i s  
? r 
a t t r i b u t e d  t o  t h e  rural. s ec to r  It i s  t r u e  t h a t  t h e  model a 9 
d r a s t i c  r e - d i s t r i b u t i o n  o f  ex;?enditure i s  'envihaged fo r  t h i s  s e c t o r  2 
but do we have enough information on the  s h a r e  o f  t h e  C 
i n .  t he  consumption of  i t h e  
we s a f e l y  a.ssunie t h a t  t h e  
are consumed i n  t h e  rural 
upper income gmupSi of t h i s  s e c t o r  3 can 
bulk of  t h e  production of luxury 'goods 
s e c t o r ?  A n  examination of t h e  commodity ( 
composition and of expenditure proport ions i n  t h e  urban s e c t o r  a l so  
f a i l s  t o  i n d i c a t e  how imports can s i g n i f i c a n t l y  d e c l i n e  due t o  re -  
d i s t r i b u t i o n  under these  cirqumstances. 
I f  t h e  numoric%l r e s u l t 8  g ivon  i n  Tnblo 3 f o r  t h e  d i f f a r e n t  
macro-vczrinblos under  v,ar ious assumpt ions  arc?. compwed,  i t  is seen 
t h a t  t h e  s u b s t n n t i a l  r o d u c t i o n  - ~ c h i o v e d  f o r  impor t s  i s  s o l o l y  due 
P 
t o  i m p o r t  s u b s t i t u t i o n .  ! ~ n d e r  V'zrinnt 11, i . o .  w i t h  r o d u c t i o n  i n  
', 
i n e q u a l i t y ,  t h e  v d u o  o f  impor t s  i n  1978-79 is p r o j e c t e d  t o  be 
Rs.3523.9 c r o r e s  i n  t h o  a b s e n c e  o f  i m p o r t  s u b s t i t u t i o n ,  b u t  i t  is 
lowered t o  Rs.2966.7 c r o r o s  when impor t  s u b s t i t u t i o n  i s  t a k e n  account 
o f .  The  r e d u c t i o n  i n  impor t s  arising o u t  o f  impor t  s u b s t i t u t i o n  
i s  i d e n t i c a l  under  V n r i a n t  I n l s o .  It  w i l l  a l s o  ba n o t i c e d  t h c t  
tho r o d u c t i o n  i n  rrggregntu consumption and c o n s e q u e n t l y  t h o  .addit ion 
t o  g r o s s  domos t i c  s n v i n ~ a  w i l l  a l l  be oqunl  t o  t h o  m o u n t  by which 
Impor t s  d o c l i n o .  Thus i t  nppenrs '  t h a t  tho  o b j e c t i v e  o f  se l f - ro l i rurd(  
ccm be ach ioved  o n l y  i f  impor t '  s u b s t i t u t i o n  on t h o  scrlro an ooneoiva  
i n  tho  T e c t m i c a l  Noto i s  .-tchiovod. 7 
If impor t  s u b s t i t u t i o n  p l a y s  /such an i m p o r t a n t  r o l e  i n  t h e  mod4 
one s h o u l d  a s k  two c r u c i a l  ~ u e s t i o i i s :  M r a t ,  i s  t h e  import  s u b e t i t  
a coneoquence of  t h o  r e d u c t i o n  i n  i n e q u a l i t y  i n  consunp t i cn?  Secon 
i f  i t  is u n r o l s t e d  t o  tho  r e d u c t i o n  i n  inequality i n  consumption, 
how's import  s u b s t i t u t i o n  do to rmincd  i n  t h o  modol? From our exnmfnl 
t i o n  o f  t h o  modol,  i t  appears t o  u s  t h a t  impor t  s u b s t i t u t i o n  i s  not 
t h e  consoquence o f  a o b n g o  i n  t h o  i n e q u a l i t y  p a r a m c t m  f o r  t h o  
r e a s o n s  s t a t e d  abovc.  Such n l i n k - u p  i s  p o s e i b l o  only i f  t h e r e  is 
n s h i f t  from t h e  p a t t o r n  o f  consumption md o f  p r o d u c t i o n ,  whcro 
impor tad  i n p u t s  ,are u t i l i s o d  t o  m o t h e r  whcre o n l y  domestically 
produced i n p u t s  o r o  invo lved .  B u t ,  e h o  coneumpt i o n  eub-model assud 
t h a t  tho bese-yoar  composi t ion  o f  c m s u m p t i o n  nnd e x p e n d i t u r e  
proport ions w i l l  a l s o  hold good i n  the  te rminal  year f o r  each o f  
the  expenditure clca.sses. Under t h e s e  assumptions we have a l r e a d y  
,. n 1 
noted t h a t  Ithe p a t t e r n  of  oonsumption i s  u n l i k e l y  t q  change s i g n i -  
f i c a n t l y  as a imports i n  
columns ( 1 )  and (3) where t h e  imported input  components a r e  assumed 
t o  be t h e  same as i n  1973-74, i t  i s  not iced  t h a t  wi th- re-d is t r ibut ion  
only a marginal change occurs i n  t h e  volume of imports 3 
I f  .the abovo surmiso i s  c o r r e c t ,  then  i t  i s  important t o  
enquire how import s u b s t i t u t i o n  i s  handled i n  t h e  model. I n  t h i s  
connection, t h e  Technic,d Note s t a t e s  t 7 
"For determining t h e  import s e c t o r ,  we have u t i l i s e d  two 
import c o - e f f i c i e n t  mat r ices .  ~ h o  f i r s t  is  a 66 x 66 
technologica l  matr ix  i n d i c a t i n g  the  <mount o f  import 
used as a cur ren t  input  i n  t h e  production process.  The 
second matr ix  eorresponds t o  t h e  proport ion of  final 
use of a p a r t i c u l a r  e~rnmodity/sector/  which i s  met at  
t h e  moment by importsfl. 
Tho t o t a l  import of a commodity i s  thus  broken up i n t s  imports 
f o r  in termedia te  use ,  f o r  p r i v a t e  consumption, f o r  pub l i c  consumption 
and f o r  investment. The imports f o r  in termedia te  use can  be estimated 
when t h e  va lues  of g r o s s  outputs  are known. S imi la r ly ,  s i n c e  the  
import components o f  p r i v a t e  and pub l i c  consumption and o f  investment 
a re  assumed t o  be f ixed  proport ioqs of  each of  these  i t ems ,  these  
can d s o  be estimated. 
Under t h e  above assumptions and condi t ions ,  import '  s u b s t i t u t i o h  
can be handled i n  n very  simple' manner. Tho technologica l  import 
c o e f f i c i e n t  mat r ix  can be a l t e r e d  i n  such a manner as t o  reduce the  
import requirements o f  a commodity/sector/ f o r  in termedia te  use. 
b u s t  as imported inpu t s  f o r  domestic production can be reduced i n  
t h e  manner dascr ibed  j u s t  now, i t  i s  poss ib le  t o  cu t  down t h e  import 
componont of f i n a l  demand by a l t c r i n g  t h e  propor t ions  of import and 
o f  domestic components i n  t h e  fin&demand). Since tho input-output 
m a t r i x  r e p r e s e n t s  given temhnological r e l a t i o n s h i p s ,  a reduct ion  i n  
the  import c o e f f i c i ~ n t  w i l l  however hake t o  be compensated by an 
equivalent  i n c r e a s e  i n  the  domest ica l ly  produced input  c o e f f i a i e n t  
so t h a t  t h e  t ec+o log ic .d  matrix remains t h e  same. O f  course t h i s  
implies  t h a t  i f  t h e  particular imported i n p u t  i s  not  being prqduced 
now, capac i ty  i s  t o  be c r e a t e d  f o r  i t s  product ion.  Such capac i ty  
c rea t ion  may n o t  be necessary  i f  t h e  domestic indus t ry  i s  a l ready 
producing t h e  i d o n t i c a l  i n p u t  and t he re  i s  some excess capac i ty ;  
otherwise,  provis ion  h a s  t o  be mado f o r  t h e  .additional investment 
I 
roquired f o r  import s u b s t i t u t i o n .  
Import s u b s t i t u t i o n  i s  handled i n  the  h f t h  Plan model p r e c i s e l l  
i n  t h e  above manner. The import coefrficient ma t r ix  and t h e  import 
propor t ions  are der ived  f o r  the base year o f  t h e  plan, 
t h e  v a r i m t s  o f  t h e  model where no import s u b s t i t u t i o n  
t h e  same base-year matr ix  and propor t ions  a r e  employed 
t h e  s e c t o r a l  and hence the t o t , d  va lue  of imports.  I n  
1973-74. I n  
i s  envisaged, 
t o  es t imate  
t h e  other  
v a r i a n t s  of  t h e  model, where import s u b s t i t u t i o n  i s  a lso  taken i n t o  
account,  both t h e  import . c o e f f i c i e n t  m a t r i x  ae wel l  as the import 
propor t ions  f o r  f i n a l  use have been a l t e r e d .  ' I n  the impor t -coe f f i cq  
matr ix ,  the c o e f f i c i e n t s  havo been' revised downwards w i t h  a corres- .  
ponding equal upward d jps t rnont  o f  ' t h e  'domestic-input c o e f f i c i e n t s  
such t h a t  t h e  t o t &  c o e f f i c i e n t  mat r ix  remains t h e  same i n  a l l  case8 
The import propor t ions  r e l a t i n g  t o  f i n a l  use also have been adjusted 
\ 
hornwards thus r e s u l t i n g  i n  a s i m i l a r  inc rpasc  on t h e  s i d e  of domestic 
contribution t o  f i n a l  use. Aftor kidj us t ing  these  c o e f f i c i e n t s ,  t h e  
model i s  solved f o r  s e c t o r a l  imports assur ing  cons is tency w i t h  tho 
other va r i ab les  o f  t h e  system. Table 4 provides t h e  import r equ i re -  
ments f o r  var ious  end-uses without and w i t h  import s u b s t i t u t i o n .  
 h he d e t a i l e d  cornmodity/sector/wise import e s t i m ~ t e s  are provided 
i n  the ~ p p e n d i x )  . It w i l l  be no t i ced  t h a t  the  bulk of the  fall i n  
imports i s  achieved by reducing t h e  imports r equ i red  f o r  intermediate  
use and f o r  investment.  
When t h e  import c o e f f i c i e n t s  and proport ions ~ z r e  a l t e r e d  i n  
this mmner there i s  n o t  much s a n c t i t y  t o  t h e  claim made i n  t h e  
Technical Note about imports being es t imated  endogenously i n  the  
model. Th9 Technical  Note makes t ha following ' observat ion on t , h i s  
matter: 
"The s e c t o r a l  imported i n p u t s  have been es t imated  
endogenously i n  t h e  model by using t h e  sane  import 
c o e f f i c i e n t  matr ix  as  f o r  t h e  base year ,  while  import 
content o f  the  f i n a l  use has been est imated by t h e  base 
year matrix o f  proport ions of t h e  f i n a l  use o f  imported 
goods m d  s e r v i c e s .  The import c o e f f i c i e n t s  and pro- 
por t ions  have, however, been reduced s u i t a b l y  i n  cases '  
of import s u b s t i t u t i o n ,  tho c x t e n t  of  tho reduct ion 
be in^ Judged by t h e  f e a s i b i l i t y  of increased domestic 
, production of t h e  ind iv idua l  s e c t o r .  The reduced amount 
of each o f  t h e  c o e f f i c i e n t s  and proport ions have been 
added t o  tho corresponding domcsticl par tq1 . ( i t a l i c s  added) 
It i s  o f  course poss ib ly  by s u i t a b l y  modifying these coe f f i c5en t s  
and propor t ions  t o  der ive  sny des i red  f i g u r e  f o r  imports. The conten'-,, 
t ion t h a t  thoso czdjustments have been made by tak ing  i n t o  account tho 
f e a s i b i l i t y  of  increased domestic production of  t h e  i n d i d d u a l  sec tors  
c..and t he  i m p l i c i t  claim ( n o t  .qui te  but without  which t h e i r  conclusion 
would not fo l low)  made by t h e  authors  t h a t  such f e a s i b i l i t y  would 
be g rea te r  when consumption i e  r e - d i s t r i b u t e d  as tin Variant I1 - 
cannot be v e r i f i e d  o r  evaluated by us s ince  t h e  b a s i s  or t h e  data 
requi red  f o r  such v e r i f i c a t i o n  have not  been provided i n  tho 
Technical  Note. 
f 1 A s  montioned e a r l i e r ,  investment i s  est imated i n  t h e  model 
through a Harrod-Domar t y p e  of equation. The value o f  t h e  increme1 
cap i t a l -ou tpu t  r a t i o  i s  t.aken t o  be 3.14 f o r  f i x e d  investment whict 
r i s e s  t o  3.43 whon i n v e n t o r i e s  are a l s o  included.  Since t h e  averq 
annual r a t e  of growth of g o r s s  domestic product i s  assumed t o  be 
5.5 per cen t  f o r  a l l  v a r i a n t s ,  ' w i k h  and without import s u b s t i t u t i o r  
t h e  incremental  output between the base' n d  terminal yea r s  w i l l  be 
t h e  same. ' Since the same aggregate incr-emental cap i t a l -ou tpu t  rat: 
i s  usod i n  ail the v a r i a n t s ,  the value of gross' investment a l s o  ha] 
t o  be t h e  same --in a l l  t h e  v,viants .  Besides,  t h e  s e c t o r a l  composii 
of investment i s  2 l so  assiuned t o  be ' i n v a r i a n t  with r e s p e c t  t o  the 
composition of  gross' .output o r  the magnitude 'of import s u b s t i t u t i o r  
The Technical  Note s t a t o s  thus:  
"The s m e  s e c t o r a l  composition of  tho g r o s s  f ixed  inves t -  
ment * i n  '1 978-79 has been usod f o r  d i f f e r e n t  cases  w i t h  
a l t e r n a t i v e  growth r a t e s  i n  gross  domestic product, 
t h o w h  t h o  t o t a l  gross  fixed investment is d i f f e r e n t  
f o r  t h e  cczses w i t h  d i f f e r e n t  growth r a t e 3  i n  gross  
domestic product ." 
The f i x i t y  o f  t h e  r e l s t i v e  share of the  d i f f e r e n t  s e c t o r s  i n  
investment may be j u s t i f i ~ d  on t h e  ground t h a t  the  composition o f  
the g r o s s  outputs  a re  not  s i g n i f i c a n t l y  d i f f e r e n t  under t h e  n l t e r n  
v a r i a n t s  o f  t h e  model. But,  one wonders why t h i s  should s t i l l  be 
t rue  whon import s u b s t i t u t i o n  would be carried o u g  I s  i t  poss ib le  
t o  expand the  output o f  t h o  import s u b s t i t u t i n g  s e c t o r s  without 
a change i n  t h e  s e c t o r a l  composition o f  investment o r  of t o t d  6- investment i t s e l f ?  f  capac i ty  alrendy e x i s t s  i n  t h e  domestic 
sec to r  t o  replaco  the  imported i n p u t s ,  then  how can we exp la in  t h e  
base-year imports o f  t h e s e  products 'and t h e  import c o e f f i c i e n t  
matrix based on t h e  s m e ?  [*he r e l a t i o n  between import s u b s t i t u t i o n  
and investment i s  n o t  at a l l  c l ea r  from t h e  Technical Note 1 
CONCLUSION 
This  no te  h w  attempted an a n a l y s i s  of' some of the  assumptions 
I - 
and r e s u l t s  underlying the  b a s i c  formulations of  t h e  F i f t h  Five- 
Year Plan* It i s ,  however, t r u e  t h a t  t h i s  noto  has excluded from 
i t s  purview a probe i n t o  the  f i n a n c i a l  resources  needed for  t h e  
Plan or t h e  assumptions on which such es t imates  a r e  b u i l t  up. We 
have mainly focussed our a t t e n t i o n  only on two aspects o f  t h e  P lan ,  
I 
v iz .  the impl ica t ions  of r e - d i s t r i b u t i o n  of consumption and of 
import s u b s t i t u t i o n .  The F i f t h  P l a n  model i s  h igh ly  i n t e r e s t i n g  
s ince it i s  the  f i rs t  tima t h a t  :I model has cared  t o  demonstrate 
the impl icc t ions  o f  r e - d i s t r i b u t i o n  of consumption f o r  t h e  s o l u t i o n  
of the  problem of poverty. Since t h e  bulk o f  the  t o t a l  populat ion 
and t h e  l i o n ' s  share  of  t o t a l  expenditure a r e  accounted f o r  by the  
r u r a l  s e c t o r ,  t h e  d e s i r e d  degree o f  r e - d i s t r i b u t i o n  at the  n a t i o n a l  
l e v e l  can be achieved on'ly by proposing a much g r e a t e r  dagree of 
r e -d i s t r ibu t ion  i n  the  &-d s e c t o r .  And t h i s  appears  t o  be p r e c i s e l y  
the s t r n t o g y  d o p t o d  f o r  t h e  P lzn .  Whilo w e  .-uo f u l l y  awnre o f  
t h e  causas  responsiblct f o r  i n e q u a l i t y  i n  t h e  d i s t r i b u t i o n  o f  con- 
sumption i n  t h e  r u r a l  s e c t o r  nnd the  p o l i c y  ins t ruments  which can 
br ing about the d e s i r e d  chrmge i n  t h i s ,  ou r  exper ience i n  the p a s t  
shows how lneurmountnble can be t h e  o b s t a c l e s  t o  b r ing  t h i e  about.  
We know that l and  reforms .md t a x a t i o n  o f  w r i c u l t u r a l  incomes. 
can go a l c n u  way i n  t h i s  matter. But, t h e  luke-warm a t t i t u d o  
towards land r u f o r m  ;md t h e  pos tu re  tdoptod towards t h e  RnJ Committee 
Report a r o  s u f f i c i e n t  i n d i c - l t i o n s  on the l iEiely course  o f  n c t i o n  I n  
t h i s  mat tor .  
Our m n l y s i s  of t hz  modol h a 8  brought ou t  t h e  lack of  any 
r e l a t i o n s  botwcon ( r e - d i s t r i b u t i o n *  :and ' s e l f - r e l i  mco'. Our a n a l y s i s  
ahovs t h a t  r h p o r t  =: \vim Is achieved i n  t h e  p r e f e r r e d  vn r inn t  o n l y  
\ 
by a l t e r i n g  a p r i o r i  tho  import 
i n d i c a t e  t h n t  56 per cen t  of' t h e  reduction i n  impcrts as n r e s u l t  
of import s u b s t i t u t i o n  i s  brought  ?bout by r c d u c i w  tho  import  
p ropor t ions  f o r  investment  roquiramunts.  S ince  s e c t o r a l  i rdes tmon t s  
are exopmous ly  s p c c i f i o d  m d  also t h e  import p ropor t ions  o f  s e c t o r a l  
investmen- nro s imi lcar ly  d t e r c d  , one i s  puzzled by t h e  c la im made 
i n  t h o  Approach Paper t h n t  r o d i s t r i l u t i o n  of consumption a l s o  l e n d s  
t o  a d e c l i n e  i n  import  roquiroments.  The Technic .d  Yoto fai ls  t o  
exp la in  t h e  c a u s a l  r e l . ? t i onsh ips  botwoen t h e s o  two?) Our own a n a l y s i s  
/ i n d i c n t o s  t h a t  <r s u b s t a n t i : ~ l  r e d u c t i o n  i n  tho import  b i l l  in achioved 
only  by a l t o r i w  t h e  c o e f f i c i e n t s  ;md t h e  p r o p o r t i o n s  and thus  
1 
c a s t s  somo doubt  on tho e1,aIm mde by the  Plrmning Commission. 
NOTES 
1 .  Approach t o  thc F i f t h  Pl.m, 1974-79, Government o f  India,  
P1;mning Commission, January 1973 ( ~ e n c e f o r t h  reforred to 
a8 Approach paper) 
2.  A Technical Note on the Approach t o  t h e  Fif th  F i v c  Y e a r  Plan 
o f  India (1973-714 t o  1W8-79), Government of  India,  Planning 
Commission, April 1 973 (cyc losty lod)  ( ~ e n c e f o r t h  referred t o  
as Technicril ~ o t o )  . 
3 .  Technical Soto,  p .3 .  
4. Approach Papor, p.21, yarn 17. 
5 .  I am indebted t o  S h r i  N. Krishncdi f o r  pointing out the  
following znology. 
7. T o c h n i ~ ~ a l  Note, p.19. 
Table 1:  EXPENDITURE CLASSWISE DISTRIBUTION OF TOTAL PRIVATE CONSUMPTION 
IN THE WEAL SECTOR - 1978-79 
YJithout Redistr ibut ion , Vi th Redistr ibut ion 
bpendi- percent-   eree err- Monthly Percent age Percentage Monthly 
age of  popu- tage  of average of popula- o f  expendi- average 
1 s t  ion  expenditure expenditure ti on ture  expenditure 
Table 2 EXPEND1 TUiE CLASSWISE DISTRIBCTION OF TOTAL PRIVATE 
CONSUMPTION IN THE URBAN SECTOR, 1978-79. 
Expendi- : .With Redistribution Wi,th Redistribution 
ture Percentage Percentage Monthly Percentage Percentage Monthlj 
- 
Class of  ' of Average o f of  Ave rag 
population Expenditure Expenditure population Expenditure Expendil 
,,,-,,,-,,,,,,,--------------------------~ 

Table 4: ESTIMATION OF IMPORTS YITH REDUCTION I N  
INEOUALITY 
I terns 
-
P i t h o u t  Import 
s u b s t i t u t i o n  
Intermediate u s e  18934.6 
P r i v a t e  consum- 
p t i o n  4467.4 
Pub l i c  consump%i on 3937.1 
Gross f i x e d  
investment 7844.5 
Total  imports 351 83.6* 
With Import 
s u b s t i t u t i o n  
*The compnrnble e s t i m a t e  g i v e n  i n  t h e  Technical  Note g i v e s  the value 
o f  imports a s  ~ s i 3 5 2 3 . 9  c r o r e s .  The e s t i m a t e  a t t a i n e d  by us  d i f f e r s  
o n l y  R s .  6 crores  which might be a t t r i b u t e d  t o  t h e  errors  r e s u l t i n g  
from hand c a l c u l a t i o n s .  
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